Business outcomes of outsourcing: lessons from management research by Giustiniano, Luca et al.
 The outsourcing challenge 47
Chapter 2 
Business outcomes of outsourcing: lessons from 
management research 
Luca Giustiniano, Lucia Marchegiani, Enzo Peruff o and Luca Pirolo
1. Introduction1
Outsourcing has been broadly recognized as an important strategic 
choice made by companies and other organizations to achieve a wide 
variety of goals. Many studies have focused on the economic and fi nan-
cial impacts and on the relationship between outsourcers and outsour-
cees. This chapter offers a comprehensive overview of actual outsourcing 
outcomes found in management research, including impacts on human 
capital. 
Analysis of the evidence on outsourcing in the OECD STAN database 
(OECD 2011: 1970-2009) shows that both the number of transactions 
(deals) and their scope (activities involved) have increased constantly 
during the last 20 years. Over time, outsourcing popularity peaks have 
coincided with certain trends, such as business process reengineering, 
strategic focusing on core business, outsourcing/offshoring strategies, 
shared services and corporate downsizing (e.g. Brunetta and Peruffo 
2014). Furthermore, as recent research shows, companies are expedi-
tiously outsourcing non-core business processes and functions in order 
to maximize their profi ts. Business profi ts can be increased through re-
ducing costs and/or via acquiring external sources of strategic differen-
tiation (e.g. higher-quality raw materials or distinctive expertise/com-
petences able to improve the overall quality of products and services, 
enabling companies to sell them at higher prices) (De Fontenay and Gans 
2008; Gospel and Sako 2010; Angeli and Grimaldi 2010; Doellgast and 
Gospel 2012; Giustiniano et al. 2014). In such a scenario, multinational 
1.  The authors are very grateful to Howard Gospel, Jan Drahokoupil and the anonymous re-
viewers for their careful and meticulous reading of the paper, as well as for their constructive 
feedback.
Luca Giustiniano, Lucia Marchegiani, Enzo Peruff o and Luca Pirolo
48 The outsourcing challenge
companies (MNCs) have a wider range of opportunities for outsourcing 
and offshoring activities due to their scope and international presence. 
On the other hand, MNCs are exposed to possible changes in employee 
relations models in the diverse labour markets in which they operate 
(Marginson and Meardi 2006; Sippola 2011).
At company level, the decision to outsource activities is linked to expect-
ed structural and strategic changes which can be assessed through the 
adoption of a long-term perspective. While immediate results are related 
to purely economic assessments, long-term effects are more strategic 
and made up of opportunities (e.g. focus on core competencies and pur-
suit of greater higher specialization) and drawbacks (e.g. less strategic 
fl exibility). Nevertheless, in a company’s strategic plans, management 
focus is generally on the short-term results due to the (shorter, expected) 
timespan of their individual assignments and the contingent pressures 
of shareholders and fi nancial markets. 
The short-term nature of outsourcing assessments is also a traditional 
argument used by trade unions and emphasized by the widening geo-
graphic scope of outsourcing and offshoring. While unions have been 
traditionally considered as opposing outsourcing and offshoring (e.g. 
Lommerud, Meland and Straume 2009), more recent studies have de-
tected a signifi cant shift from resistance to proactive strategies (Ramioul 
and De Bruyn 2006). Similarly, MNCs embracing outsourcing are better 
able to interpret the differences existing in national cultures, business 
practices, workplace representation systems and collective bargaining 
structures (Anner et al. 2006; Doellgast and Gospel 2012; Pulignano and 
Doerfl inger 2013), contributing to a better local strategic responsiveness 
in their local subsidiaries (Almond et al. 2005; Arrowsmith and Margin-
son 2006; Bartlett and Ghoshal 1992). 
The aim of this chapter is to illustrate the main fi ndings on the expect-
ed outcomes as reported in management and fi nancial literature. To 
achieve this, the chapter explains a number of management paradoxes 
related to outsourcing, as well as how companies relate to their stake-
holders. Management paradoxes referred to include: a) the paradox of 
fi nancial and economic vs. strategic and organizational outcomes; and b) 
the time paradox. The chapter draws on previous research conducted on 
outsourcing antecedents, processes and outcomes, both in general (Mar-
chegiani et al., 2012) and applied to specifi c activities within the value 
chain (Gospel and Sako 2010; Doellgast and Gospel 2012; Giustiniano 
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et al. 2014; Brunetta, Giustiniano and Marchegiani 2014; Sorrentino 
et al. 2015). The focus is on analyzing the ‘lessons learned’ reported in 
management and fi nancial literature to nurture implementation strate-
gies, for use by workers representatives (e.g. Benassi 2011). Among these 
lessons, it seems useful to affi rm that in order to maximize the positive 
outcomes of outsourcing strategies, organizations have to take into ac-
count all the human implications of outsourcing, such as the effects on 
workers and their representatives. To illustrate this, the investigation on 
the outsourcing outcomes will be complemented by an analysis of cer-
tain aspects related to organizational design (i.e. company boundaries, 
coordination mechanisms) and labour issues (i.e. human reactions: re-
sistance to change, hidden costs and the loss of competences and com-
petitive advantage). 
2. Outsourcing and management paradoxes
The literature analyzed in this chapter shows that the birthplaces of the 
so-called ‘trendy phenomena’ in which outsourcing decisions are tak-
en are somehow related to certain management paradoxes companies 
might face (e.g. Andriopoulos and Lewis 2009). A management paradox 
is a situation involving the simultaneous presence of contradictory, even 
mutually exclusive elements (Cameron and Quinn 1988; Clegg, Cunha 
and Cunha 2002). Such elements may be related to the different na-
ture of outcomes (which we call an outcomes paradox) or the short- vs. 
long-term orientation in choices (which we call the time paradox). With 
respect to the fi rst, fi nancial and economic outcomes can be offset by 
strategic and organizational effects. For example, cost savings may be 
cancelled out by strategic and organizational rigidity, such as a less ef-
fective span of control over the activities and the formal and informal 
practice of power.
The ‘time paradox’ related to outsourcing refers to the fact that massive 
reorganizations of value chain activities call for organizational change 
which often overtakes the timespans considered when assessing out-
comes. In short, while companies expect the organizational settings to 
adapt to the changes in the medium term, outcomes are generally as-
sessed for the short term. While the short-term perspective focuses on 
comparing the cost of in-house activities vs. the price of purchasing ser-
vices and goods from the market, the long-term perspective highlights 
the effects from a strategic and organizational viewpoint. An organization 
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needs to adopt the latter approach to genuinely estimate the risks linked 
to the outsourcing strategy, such as i) losing strategic fl exibility; ii) sac-
rifi cing knowledge; and iii) the ‘ex-post cost control’ needed to moni-
tor the quality level of the outsourced activities. The situation is even 
more serious when top managers believe the organizational design will 
automatically adapt to the new post-outsourcing setting, without iner-
tial constraints or negative reactions. As a result, where companies once 
sought order, clarity and consistency (as seen in old organization charts 
and procedures), outsourcing might create paradoxes by generating cha-
otic contradictions and inconsistencies regarding organizational goals, 
structures, processes, cultures and even professional identities (Smith 
and Lewis 2011). 
Nevertheless, the achievement of long-term goals depends on both the 
short-term coordination and control of activities (as they affect company 
results) and the long-term maintenance of relationships, both with the 
outsourcees and other stakeholders (e.g. Gittel 2004). As reported by 
other studies on the subject, a deep understanding of outsourcing re-
quires us to move beyond the oversimplifi ed ‘either/or’ discourse (typi-
cal of the ‘make or buy’ perspective), complementing the analysis of the 
resulting trade-offs with the identifi cation of ‘both/and’ opportunities 
(Lewis 2000), including the option to create partnerships with external 
organizations (Geyskens, Steenkamp and Kumar, 2006). Accordingly, 
this chapter aims to contribute to ‘re-booting’ the managerial mindset 
through a re-examination of outsourcing phenomena doing justice to 
their inner complexity. This is even more relevant in MNCs engaged in 
outsourcing and offshoring practices due to their presence in numer-
ous countries with different institutional settings (e.g. Jarzabkowski 
and Sillince 2007; Marchegiani et al. 2010; Jay 2013; Perri and Peruffo 
2014).
3. Companies and their stakeholders
The idea that companies are subject to multiple pressures is not new. In 
fact any corporation is subject to different groups of ‘who or what really 
counts’ (Freeman 1984; Mitchell, Agle and Wood 1997) or ‘constituen-
cies’ (Zammuto 1984). Such an assumption is opposed to the simplis-
tic economic view by which only a company’s owners, or shareholders, 
count as the company, which is seen as a means to fulfi l their aspira-
tions (for example, create and increase value for them). By contrast, the 
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stakeholder approach argues that there are other parties involved, in-
cluding employees, customers, suppliers (also outsourcees), business 
partners (for example, allied companies), fi nanciers, communities, gov-
ernmental bodies, political groups, trade associations and trade unions. 
The inclusion of the unions in the framework in which companies might 
take the decision to outsource requires the illustration of certain concep-
tual elements related to the way companies relate with their stakehold-
ers, whereby we refer in particular to their identifi cation and their role.
Donaldson and Preston (1995) introduce three distinct, though mutually 
supportive, approaches to identifying company stakeholders: descrip-
tive, instrumental and normative. The descriptive approach explains 
company behaviour and characteristics, while the normative approach 
focuses on the function of the corporation, identifying the ‘moral or phil-
osophical guidelines for the operation and management of the corpora-
tion’ (Donaldson and Preston 1995, p. 71). Looked at from this angle, 
when it comes to outsourcing, the literature mostly describes companies 
as instrumentally oriented to fi nancial and strategic goals (see later Par. 
2.3, 2.3.1), with minimal consideration of other relevant stakeholders. A 
normative approach, instead, would suggest a more inclusive considera-
tion of all stakeholders (including trade unions and workers’ representa-
tives). 
When it comes to the role that stakeholders can play, Mitchell, Agle and 
Wood (1997) propose a model combining the attributes of power (the 
extent to which one party has the means to impose its will in a relation-
ship), legitimacy (socially accepted and expected structures or behav-
iour) and urgency (time sensitivity or criticality of stakeholder claims) 
(p. 865-867). When a stakeholder bases his infl uence on the company 
solely on his power, he is classifi ed as dormant. When facing a dormant 
stakeholder, managers are entitled to stay ‘cognizant’ (ready to react) 
but not fully responsive. On the other hand, a stakeholder is dominant 
when he has power and legitimacy, and defi nitive when he is also able to 
address urgent (temporal) claims. Viewing labour unions as claimants 
of compatible interests with stable links to companies could help them 
gain a louder voice in outsourcing decisions (e.g. Jones and Wicks 1999). 
In such a scenario, the role unions could play is particularly relevant in 
view of the evidence on outsourcing and offshoring affecting employ-
ment dynamics and skills/competences over time (e.g. Timmermans 
and Østergaard 2014). Indeed, the outsourcing of activities does not 
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prevent companies from developing the related knowledge and compe-
tences. For example, outsourcing IT still requires companies to maintain 
and update the related competences if they do not want to gradually lose 
control over their providers.
Within the described framework, unions can achieve a progressive cen-
trality (relevance) in company outsourcing decisions by adopting proac-
tive strategies. These would be based on the assumption that a deeper 
understanding of the ‘offshore outsourcing processes should have a 
long-term positive impact on the economic effectiveness of the company 
as well as the working conditions and quality of work of the employees in 
source and destination countries’ (Ramioul and De Bruyn 2006, p. 621). 
4. Understanding the outcomes of outsourcing 
Outsourcing decisions involve complex iterative processes covering the 
whole company as well as external stakeholders. Such processes can 
however be broken down into three simple stages: 1) the decision to out-
source: why and how fi rms decide to outsource certain activities; 2) im-
plementation of the outsourcing decisions: how the process of outsourc-
ing should be managed; and 3) assessment of outsourcing outcomes: 
what are the effects of the outsourcing decisions. Trying to assess the 
outcomes without considering the previous points would lead to only a 
partial understanding of the phenomenon. Hence, in dealing with out-
sourcing outcomes we refer to a general framework – that proposed by 
Marchegiani et al. (2012) – extensively used in the literature: anteced-
ents – processes – outcomes. The framework uses 10 boxes to classify 
the existing studies on outsourcing into three columns: i) antecedents, 
ii) processes, and iii) outcomes. 
Within this framework, two groups of outsourcing studies can be iden-
tifi ed. The fi rst contains studies that fi t into a specifi c box; in general, 
these describe the relevant phenomena or variables. Within this group, 
outcomes can be viewed in different ways, ranging from an economic or 
fi nancial view to a broader management vision. The outcomes can be 
classifi ed into three categories: economic and fi nancial, strategic and or-
ganizational (see Par. 2.3.1, 2.3.2, 2.3.3). The description of such catego-
ries also includes the relations between outcomes and such ‘antecedents’ 
as a company’s characteristics, its sources of competitive advantage and 
its corporate and business strategies. 
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4.1 Economic and ﬁ nancial outcomes
Although outsourcing is generally pursued by companies seeking ef-
fi ciency gains, assessing the economic impact of outsourcing is not 
straightforward. From a transaction cost perspective, outsourcing deci-
sions are taken when a comparison of make-costs and buy-costs is in fa-
vour of the latter. Thus, in principle the economic outcome of outsourc-
ing should refer to the difference between make and buy. In practice, 
organizational implications make such a comparison rather complex. 
Despite the emphasis on performance improvement in most of the liter-
ature (e.g. Leiblein and Miller 2003), many studies evaluate this variable 
through perceptions of advantages, cost-cutting and effi ciency, market 
share and overall exports (Bertrand and Mol 2013). 
We present here the main indicators that can be used to measure eco-
nomic and fi nancial outcomes, together with their relationship to out-
sourcing antecedents.
The relevant literature shows that economic and fi nancial performance 
mainly refers to the reactions of fi nancial markets to the announcement 
Antecedents
1. Environment
7. Economic and ﬁ nancial
8. Strategic
9. Organisation and 
governance
5. Arrangements
6. Management
2. Industry 
characteristics
3. Firm 
characteristics
4. Outsourced areas
OutcomesProcess
Figure 1 Classiﬁ catory framework
Source: Marchegiani et al. 2012
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of an outsourcing strategy and its effects on a company’s value. Oh, Gal-
livan and Kim (2006) analyzed market perceptions in reaction to IT-
related outsourcing announcements and found that investors tend to 
react favourably to outsourcing when the level of transactional risk is 
low, while reacting negatively when the arrangements imply high trans-
actional risk. Transactional risks may be related to opportunistic behav-
iours of providers, high switching cost for replacing them, the monitoring 
and control of the execution of the deals, increased resource depend-
ency or suboptimal provider performance. Similarly, the study by Hayes, 
Hunton, and Reck (2000) found positive and signifi cant market value 
gains for smaller companies compared to larger ones, and for service 
companies compared to non-service ones. In fact, such companies can 
overcome competitive gaps (for example, lack of expertise/competence) 
via the services acquired from the outsourcees.
4.2 Strategic outcomes
The strategic outcomes of outsourcing have been analyzed from both an 
empirical and a theoretical standpoint. The conclusion drawn by Insinga 
and Werle (2000) seems still valid: outsourcing is motivated by growing 
pressure on management to remain competitive through ‘accomplish-
ing more with less’. The attempt to achieve more with less is pursued 
by companies through organizational solutions such as restructuring, 
downsizing and the reengineering of activities (see for example Peruffo, 
2013; Peruffo et al. 2014; Peruffo et al. 2014). Long-term innovation ad-
vantages can be related to outsourcing when companies seek special-
ized sources to complement and strengthen internal R&D (Bertrand and 
Mol 2013). Despite the number of studies on the effect of outsourcing on 
companies’ sustainable competitive advantage, actual fi ndings on pro-
ductivity and effi ciency gains are still very fragmented and with a sig-
nifi cance limited to specifi c industries/sectors (Giustiniano and Clari-
oni, 2013). However, a number of interesting fi ndings have been found 
at different strategic levels: a) corporate, b) business, and c) functional. 
The effect of outsourcing on corporate strategies has been analyzed with 
respect to vertical integration. This corporate strategy involves a compa-
ny integrating (value chain) activities which represent either inputs (for 
example, raw materials) or outputs (for example, distribution channels) 
for its core business. For example, a producer of musical instruments 
could acquire a producer of wood (input) or a chain of music stores 
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(output). Rothaermel, Hitt and Jobe (2006) investigated the relationship 
between strategic outsourcing and vertical integration and found that, 
by balancing vertical integration and strategic outsourcing, companies 
could enrich their product portfolio and boost product success, while in 
turn achieving a major competitive advantage. The latter is related to 
the degree and success of ‘selectiveness’, i.e. integrating those inputs/
outputs generating the best synergies with existing activities, and the 
‘smart’ outsourcing of those services that can be delivered at better con-
ditions by other companies (oursourcees). For example, in knowledge-
intensive industries (for example, pharmaceutics, biochemistry and 
healthcare), selective outsourcing could occur in favour of specialized 
and focused suppliers and in business-related activities (Quinn, 2000). 
Following this path of study, the contribution of Parmigiani and Mitchell 
(2009) argues that the concurrent sourcing of complementary compo-
nents becomes more common when companies have relevant knowledge 
of the components in conjunction with suppliers (inter-company exper-
tise) and within the company (inner-company shared expertise).
Other studies have investigated the role of outsourcing strategies in pur-
suing or enhancing competitive advantage at the business strategy level. 
For example, Gilley and Rasheed (2000) showed that company strategy 
mediates the relationship between outsourcing and performance. Spe-
cifi cally, on the one hand, ‘cost leadership’ strategies foster a positive 
relation between peripheral outsourcing and fi nancial performance and 
between core outsourcing and innovation performance. On the other 
hand, strategies of ‘strategic differentiation’ of products and services (for 
example, higher-quality products sold at higher prices than the competi-
tors’ ones) have a negative relationship. The latter can be explained by 
the fact that while outsourcing can contribute to ‘cost leadership’ strate-
gies via the acquisition of services at a lower cost, companies compet-
ing on ‘quality/differentiation’ face more diffi culties in nurturing their 
sources of competitive advantage from external partners. In fact, if the 
strategy is based on the fi nal quality they should be able to acquire high-
er-quality services compared to the internal provision thereof.
Similar to corporate and competitive strategies, researchers have also 
analyzed functional strategies in exploring the link between outsourc-
ing decisions and expected outcomes. With respect to corporate strat-
egy, Quélin and Duhamel (2003) studied the motives of corporate 
management in large European manufacturing companies engaged in 
outsourcing and the risks they perceive to be associated with strategic 
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outsourcing of ‘operations’. The study highlighted that the main issues 
companies might face are related to access to external expertise and the 
possible quality improvements, as well as the fact that operational cost 
savings must be in balance with the cost of monitoring suppliers. In a 
study of functional strategies with a focus on production and innovation 
activities, Murray, Kotabe and Wildt (1995) hypothesized a moderating 
effect of product-related factors (product innovations, process innova-
tions and asset specifi city) on the relationship between global sourcing 
strategy and the fi nancial dimension of product market performance. 
The study summarized that achieving the fi nancial targets set for a prod-
uct subject to outsourcing depends on the levels of the specifi city of the 
underlying assets, as well on the company’s product and process innova-
tion.
In the research on company characteristics, various authors have fo-
cused on the outsourced areas to identify the functions that might pro-
duce more positive outsourcing outcomes. The majority of the literature 
in this area concentrates on IT, seen as the area where outsourcing strat-
egy can be easily implemented with high potential benefi ts. However, 
work has also been done in other sectors. For example, Quinn (2000) 
assumed that innovation and R&D activities play an important role in 
outsourcing strategies, suggesting that a company can derive higher 
innovation returns through outsourcing the entire business process or 
process design activities that are not core competencies. Leiblein and 
Miller (2003) also investigated the link between innovation, viewed as 
a possible functional area for outsourcing, and the outcomes of an out-
sourcing decision. They found that companies with more experience in a 
particular technological process are more likely to internalize manufac-
turing activities than are companies lacking such experience. Similarly, 
companies with high levels of sourcing experience are more likely to out-
source their production than those without such experience.
Finally, research on the characteristics able to explain or predict the suc-
cess of outsourcing has not been limited to ‘internal’ features but has also 
included some ‘external’ factors, such as the quality of the relationship 
between a company and its partners. Linking this factor to outsourcing 
outcomes, Lee and Kim (1999) conducted an in-depth study to investi-
gate whether partnership is an effective way of improving economies of 
scale and scope in traditional modes of organization. Their study em-
phasizes that partnership is no guarantee for a desirable outcome. To 
achieve such, companies must pay particular attention to the quality of 
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partnerships resulting from outsourcing and ensure they are positively 
infl uenced by factors such as participation, communication, informa-
tion-sharing and top management support.
4.3  Organizational outcomes: the eff ect of outsourcing on 
human capital
In general terms, all outsourcing strategies affect the boundaries of a 
company, while the (global) distribution of value chain activities requires 
new coordination mechanisms (Srikanth and Puranam 2011). In partic-
ular, Ceci and Prencipe (2013) posit that physical distance puts pressure 
on traditional coordination approaches, i.e. focusing on the ‘decompos-
ability’ of activities into sub-activities and communication. Physical dis-
tance, in fact, infl uences the knowledge boundaries created by the de-
composition scheme. Conversely, the ‘decomposition’ of the value chain 
and the outsourcing of certain activities affect the division of labour 
within and outside company boundaries, even internationally. Such new 
confi gurations increase the inherent complexity of coordinating labour 
and knowledge, calling for new organizational practices. Furthermore, 
Gospel and Sako (2010) found that the ‘trajectory’ (outsourcing vs. in-
sourcing – transformation vs. preservation of business processes) also 
affects the distribution of capabilities between users and suppliers.
The underestimation of the core importance of human capital in out-
sourcing decisions can be also analyzed via other approaches. The indi-
vidual and collective resistance to outsourcing could generate hidden (or 
less recognizable) costs, at least in the short run. Such costs are related to 
the sub-optimal use of human resources compensating for lacking coor-
dination mechanisms, the sub-optimal allocation of human capabilities, 
poor preparatory training and inertia. The hidden nature of such costs is 
linked to evidence that actual costs (i.e. wages, bonuses, etc.) are gener-
ated by resources unable to develop their full potential. More specifi cal-
ly, such hidden costs are linked to some of the ‘dangerous myths about 
pay’ identifi ed by Pfeffer (1998). In fact, managers tend to (wrongly) be-
lieve that the cost of labour and labour rates are the same thing, and that 
therefore companies can reduce overall costs by cutting labour rates (i.e. 
by offshoring activities). The ‘managerial illusion’ related to this ‘myth’ is 
based on the under-consideration of real productivity (which on the cost 
side is the ultimate source of profi ts) in favour of a partial and myopic 
focus on pay (which is just the compensation/‘price’ paid for available 
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working hours). The effect of such myths might contribute to the blind-
ness of MNCs (giants) when international strategies are driven by the 
tentative exploitation of low-cost localized advantages in labour mar-
kets. Blind giants are generally defi ned as any social entity (for example, 
governmental agencies, regulatory bodies, leading organizations, lead-
ing coalitions within companies, unions, other stakeholders) having the 
power to infl uence the future trajectories (David 1986) of ‘actors whose 
vision we would wish to improve before their power dissipates’ (Hanseth 
2000, p. 68). All company stakeholders, including top management, can 
be trapped in this role when they try to promote or compare any interna-
tional outsourcing initiative without critically assessing the effect of staff 
defending the ‘in-house’ activity on the whole business.
Despite the abundant literature on the strategic and economic impact 
of outsourcing, few works have yet focused on labour and workers’ per-
spectives. Brooks (2006) focused on the potential effects of outsourcing 
on IT workers, fi nding that IT workers switch organizations, change jobs 
or exhibit different work-related behaviour (changes in motivation, in-
volvement or commitment) according to the impact of outsourcing on 
individual perceptions of job alternatives and job-related satisfaction. By 
contrast, workers can decide to be loyal to their organization depending 
on how outsourcing impacts their perception of the profession, career-
related opportunities and their ability to change careers. The conclusions 
drawn by Brooks (2006) can be generalized around the individual per-
ception of outsourcing: where negative perceptions of outsourcing take 
precedence over an individual’s level of satisfaction and commitment, 
then the potential loss in performance, productivity and innovation can 
be detrimental to the company 
Some other human reactions to outsourcing (of any kind of activity) are 
very similar to the ones observed by scholars analyzing IT infrastructure 
dynamics (Monteiro 2000; Hanseth 2000; Giustiniano and Bolici 2012). 
Following David (1986) in particular, it is possible to identify some typi-
cal situations and actors as the angry orphans, namely groups of ‘users’ 
whose ‘routinized’ standards are changed. Any employees working in 
area which has any interdependence with an outsourced function might 
react with inertia or ineffi ciently to the change. Furthermore, additional 
and less easily recognized costs are hidden in the loss of competencies 
in activities believed to be non-core with regard to a company’s competi-
tiveness (Giustiniano and Brunetta, 2015). Such hidden costs include the 
ex-post costs necessary to reacquire competencies and capabilities, or 
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the costs involved in controlling outsourced activities, with companies 
forced to hire specialist consultants to control and maintain relation-
ships with providers.
The implementation of outsourcing strategies may also generate new 
organizational requirements, such as gateway roles, i.e. links between 
the internal and external sections of the same business process. Such 
roles may be taken on either by liaison/interface employees or by ex-
employees of A who have been transferred to B in the course of outsourc-
ing certain activities. Two scenarios might be relevant for human capital: 
1) employees remaining with the outsourcing company may experience 
signifi cant job enrichment through switching from operational duties to 
coordinating and controlling providers; 2) where employees are taken 
on by the outsourcee, they may suffer a temporary liminality possibly 
generating frustration and the loss of individual/organizational identity. 
The concept of liminality, taken from anthropology, refers to a state of 
being ‘betwixt and between’ different statuses (Garsten, 1999). Similarly 
to other contexts, when workers are transferred to another company in 
the wake of outsourced activities, they might temporarily suffer from cri-
ses in their professional and organizational identities (e.g. De Bernardis 
and Giustiniano, 2015).
Furthermore, unions can play an important complementary if not ex-
clusive role in supporting employees in the case of activities being re-
sourced (Jussila, Gylling and Saarinen 2014). In fact resourcing, meant 
as the reacquisition of activities previously outsourced, requires the re-
development of the related competences and skills by the company’s 
staff. This is even more relevant when resourcing also involves the re-
hiring of previously transferred staff.
5. Conclusion
The description of potential outsourcing outcomes emphasizes the role 
of organizations as social entities. Only proper consideration of the hu-
man aspect (including workers and their representatives) of organiza-
tions can help create the conditions necessary for achieving satisfactory 
outsourcing outcomes. With a view to explaining the possible outsourc-
ing outcomes reported in management literature, we have tried here to 
unveil some of their inner paradoxes within a wider framework in which 
trade unions are considered as relevant stakeholders in a company’s 
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strategic and operational decisions. While most of previous literature 
focuses on the fi nancial and strategic outcomes of outsourcing, we have 
tried to shift attention to the less consolidated evidence on its organiza-
tional implication. 
Insinga and Werle (2000) argue that the business environment pushes 
companies to perform certain functions in-house and the rest by aggres-
sive outsourcing. Nevertheless, this strategic choice creates a number of 
dependencies which, in turn, can lead to unforeseen strategic vulnerabil-
ity. Such vulnerability can be explained by referring to human capital.
On the one hand, outsourcing offers dramatic opportunities for a com-
pany to enhance its competiveness, allowing it to reduce costs or to ac-
quire external ‘quality’ from providers. On the other hand, the potential 
loss of distinctive competencies, embedded in a company’s human capi-
tal, poses a major threat. Therefore, it is in the interest of the compa-
nies to avoid such pitfalls. Conversely, unions can help them dodge such 
myopia.
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